ARI6 


Annual Report 1978 


f 


i 

i 

+ 
at 
te 


Sarena, 
* 
wp arateee 


1978 Annual Report to the Shareholders 


The Cover 


From bringing families closer 
together, to providing emergency 
service; from private switchboards, to 
million-dollar switching centres; from 
business long distance calls, to data 
communications between computer 
terminals in remote parts of the 
country, Island Tel provides a wide 
variety of services to its customers. 
These services were used more in 
1978 than in any previous year in the 
Company’s history. Thus, the theme 
for the annual report in this record 
year is “Services in Use”’. 
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Annual Meeting 


The annual general meeting of the 
shareholders of The Island Telephone 
Company Limited will be held at the 
Head Office of the Company, 

71 Belvedere Avenue, 

Charlottetown, P.E.I. 

Friday, May 4, 1979 at 11:30 A.M. 


From the President 


During 1978, the use of Company 
services reached an all time high. 

The addition of 4,140 telephones to the 
system was the largest annual 
increase in the Company’s history, and 
the growth rate in telephones 

(7.5 percent) was one of the highest of 
any telephone company in Canada. 
Long distance calling also continued to 
grow at a strong pace during the year. 


It is noteworthy that your Company 
succeeded in satisfying the strong 
demand for additional services while 
continuing to improve services. During 
1978, Extended Area Service 
(eliminating long distance charges) was 
provided between four pairs of 


exchanges and in July, the Charlottetown 
Base Rate Area (no monthly mileage 
charge for one-party service) was 
extended to include the surrounding 
communities of West Royalty, Winsloe 
and Milton. Emphasis also continued 
on the program to reduce the number 
of subscribers on multi-party lines. 


Much of the success in 1978 was 
attributable to the dedicated efforts 

of the employees — many of whom are 
also shareholders. The dual challenge 
of expanding and improving the system 
requires strong effort by employees, 
particularly in this period of 

rapid growth. 


The Company must continue to make 
capital expenditures for the additional 
telephones, cables, switching equipment 
and other facilities necessary for 
expanded and improved service. A total 
of $7.5 million was spent on capital 
construction in 1978 — down from the 
high of $8.9 million in 1977. These 
expenditures were financed from 
internal sources and from an issue 

of first mortgage bonds in the fourth 
quarter of 1978. 


The Senior Management Team 

Left to right are: W.C. Auld, Executive 
Vice-President; 1.E.H. Duvar, Chair- 
man of the Board and President; 

E.J. Hicks, Vice-President, Finance; 
and D.R. Livingstone, General Manager. 


Earnings per average common share 


increased in 1978 by 16¢ to $1.90 a share. 


Similarly, the rate of return on 
average invested capital increased to 


10.9 percent and the return on average 


common equity to 14.5 percent. 
Much of the improvement in earnings 


results from the greater use of local and 
long distance services during the year. 


The Company requires satisfactory 
earnings to support additional capital 
investment for expansion and 
improvement of the system and to 
continue the provision of effective 
and efficient services to customers. 


This Annual Report of the Directors 
summarizes the Company’s 1978 
achievements in providing useful 


communications services to customers. 


It also features a few of the many 


uses of the Company’s‘communications 


services, from basic telephone service 
to specialized services such as data 
communications, business services 
and mobile radio. 


Nineteen-seventy-nine appears to be 
another year of substantial growth 

in telephone service. We anticipate 
further increases in local and 

long distance usage as well as 
continued strong growth in other 
telecommunication services. 
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ES Ee Duvar 


Chairman of the Board 
& President 


Charlottetown, P.E.I. 
March 15, 1979 


Telephones in the Home 

Island Tel provides residential 
telephones in a wide variety of styles 
and colors to suit every customer’s 
needs. During 1978, Touch Tone 
service was made available across 


Prince Edward Island and customers 
responded rapidly to the sleek 
styling, speed and ease of Touch 
Tone Calling. 


Directors’ Report 


Growth in Services 


More new telephones were installed 
in Prince Edward Island during 1978 
than in any previous year. In addition 
to the growth of telephones in ser- 
vice, the Company also experienced 
a strong customer demand for most 
other services offered. This placed a 
heavy workload on staff members, 
but nevertheless, planned programs 
to expand the system and provide 
service improvements were suc- 
cessfully completed during the year. 


The net increase of 4,140 telephones 
in service during 1978 exceeded our 
expectations. At year end, there were 
59,436 telephones in service — up 7.5 
percent over 1977. The rate of in- 
crease was among the highest ex- 
perienced by all Canadian telephone 
companies during 1978. 


Telephone service is growing sub- 
stantially more quickly than the 
population in Prince Edward Island. 
In 1974, there were 40.2 telephones in 
service for every 100 people. By 1978, 
this figure had grown to 48.6 
telephones in service. 


Thousands of long distance calls 
have been eliminated in recent years 
due to the introduction of toll free 
calling between many neighboring 
exchanges throughout the province. 
In spite of this Extended Area Ser- 
vice, there was a 5.3 percent increase 
in the number of long distance calls 
placed in 1978 over 1977, and an 18.7 
percent increase in the revenue 
received from these calls. 


Direct Distance Dialing from all 


- corners of the province became a 


reality in 1977, and it has met with 
rapid customer acceptance. In 1978, 
84 percent of all long distance calls 
were directly dialed by the customer. 
This compares favorably to 72 per- 
cent in 1977 and 59 percent in 1976. 


Mobile services, including mobile 
telephone, mobile radio and radio 
paging proved very popular during 
1978. There was an increase of 18.5 
percent in the number of mobile 
telephones in service during 

1978, and the number of calls to and 
from these telephones grew by 31 
percent. Late in the year, this service 
was expanded to West Prince when a 
new transmitter was opened at 
O’Leary. In combination with 
facilities in Summerside, Charlotte- 
town and Murray River, these new 
facilities complete the province-wide 
mobile telephone network. Paging 
service also increased during 1978, 
as the number of units in service 
grew by 23 percent to 243 units. 


Through aggressive marketing, the 
Company continues to effectively 
serve the highly competitive market 
for private mobile radio service. By 
year end, there were 748 units in 
service over 79 systems, including 
taxi and delivery fleets, emergency 
vehicles, and farm equipment. 


Not only does the Company offer 
standard units for mobile com- 
munications, but it also demon- 
strated a high degree of 
sophistication in the design of tailor- 
made communication systems for 
specific functions. In 1978 for 
example, the Special Services group 
designed an integrated telephone 
system for the Kensington Police 
Department which featured specially- 
designed telephones for the squad 
car, hand-held telephone sets for 
patrol use, a special system for the 
police office and, in addition, a link 
up of this system to the officers’ 
home telephones. 


As a member of the Computer 
Communications Group of the 
TransCanada Telephone System, the 
Company is an integral link in the 
national Dataroute and Dat-O-Net 
networks. At year end, the Company 
had increased the number of units in 
service across the province by 14 
percent over 1977. 


The provincial elections held in 1978 
in Prince Edward Island resulted for 
Island Tel in the largest computer 
communications sale ever made in 
Eastern Canada until that time. 
Facilities installed for the April 24th 
election included Dataroute circuits 
on Vucom 3 CRT.’s provided to the 
CBC for computerized election 
results via the CBC - Ottawa com- 
puter, as well as voice and data 
services for other media, the Chief 
Electoral Officer, CN/CP and others. 


Business Communications 
Telephone communications are in- 
valuable in the administration of any 
type of business. Whether business 
people choose the conventional 
telephone, the versatile Logic 10 set 
(shown below), or a more 


sophisticated telephone switchboard 
(insert), they may be assured of 
finding telephone services to match 
the needs of their businesses. 


More than ever, customers want to 
use premium telephone units. By 
year end, the number of residence 
extensions in service had increased 
by 17 percent to 9,726, the number of 
color telephones had grown to 15,070 
(up 5 percent), and Contempra 
telephones had increased by 13.2 
percent to 3,130. 


But the most successful premium 
telephone feature in 1978 was Touch 
Tone. Although Touch Tone service 
was not available outside the 
Charlottetown Exchange until 
November, there was a total of 3,263 
Touch Tone telephones in service 
across Prince Edward Island at year 
end. This was an increase of 195 
percent over 1977. Five and one-half 
percent of total telephones are 

now Touch Tone. 


Improved Services 


While responding to the demand for 
new service, Island Tel has remained 
committed to a wide-ranging service 
improvement program, which con- 
tinued on schedule in 1978. 


Four Extended Area Service routes 
providing toll-free calling toa 
neighboring exchange were com- 
pleted during the year. Extended 
Area Service was provided between 
Eldon and Vernon River, Eldon and 
Charlottetown, Tyne Valley and 
Summerside, and New London and 
Summerside. By year end, 98.7 
percent of all Company customers 
had toll-free calling to a neighboring 
exchange. 


During the year, the Company 
stepped up its program to sub- 
stantially reduce the number of 
customers sharing each multi-party 
line in rural areas. The average 
number of customers sharing each 
multi-party line, which stood at 4.8 in 
1976 and 4.2 in 1977, was reduced to 


3.7 in 1978 at a total cost of $652,000. 


This program will be continued as an 
important service improvement 
priority in 1979, when the average 
number of customers per multi-party 
line will be further reduced to 3.2. 


Private line service was offered in 
1978 to all rural business customers. 
This is a two-year program which will 
be completed in 1979. 


Interruptions in the telephone system 
are being reduced as a result of the 
Company’s program of burying 
telephone cables and wire whenever 
possible. In 1978 a total of 270 miles 
of cable and 118 miles of wire were 
buried, not only improving the 
Company’s service but also helping 
to retain the natural beauty of Prince 
Edward Island. 


The Base Rate Area in the 
Charlottetown Exchange was 
enlarged during the year to include 
the areas of West Royalty, Winsloe 
and part of Milton. The Company 
also completed a Base Rate Ex- 
tension during 1978 to include Ferry 
Road in the New Haven exchange. 
Monthly mileage charges on one and 
four-party exchange service were 
eliminated for subscribers in the 
expanded Base Rate Areas, and 
customers adjacent to these new 
boundaries had reduced mileage 
charges for these services. 


In September 1978, the Company 
eliminated the three minute minimum 
charge which had applied on long 
distance calls within the province. A 
direct dialed one minute long 
distance call now costs one-third of 
the former three-minute minimum 
rate. 


a ee 


Technology simplifies 
communications 

The growth of telephone technology 
has paralleled the increasingly 
sophisticated needs of business. Not 
only does technology permit the 
near-instantaneous transmittal of 
data (upper inset), but it also frees 


business people through the use of 
such facilities as the mobile 
telephone (below) and automatic 
telephone answering systems (lower 
inset). These special services are an 
area of rapid growth for the com- 
pany. 
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Expansion of the Network 


One cornerstone of network growth 
in 1978 was the installation of a new 
computerized switching center in the 
Montague Exchange. Completed in 
December 1978, this new facility 
replaces older equipment which had 
been used to capacity and could not 
accommodate anticipated future 
growth in the exchange. The new 
switching center also provides 
customers in the Montague exchange 
with a general upgrading of 
telephone service including the 
convenience of automatic number 
identification on long distance calls 
for customers with private lines. 


During the year, Company employees 


installed more new telephones (14,505) 


and removed more (10,240) than ever 
before for a total of 24,745 “‘in”’ and 
“out” orders. 


The Company’s total capital budget 
for 1978 was $7.47 million. These 
funds were required to provide more 
telephone lines to meet present and 
future growth requirements, continue 
service improvements, provide Touch 
Tone availability, and replace worn- 
out plant and other equipment. 


The Company anticipates the high 
levels of growth experienced in 1978 
to continue during 1979. Estimated 
capital expenditures for 1979 are $8.8 
million. These funds are required to 
provide sufficient local and !ong 
distance calling capacity as well as 
improved service in a period of rapid 
expansion of the network. 


In order to meet the growth expected 
in 1979 and future years, as well as 
provide further service improvements, 
the Company will spend almost 
$800,000 in 1979 to provide additional 
dial switching equipment to seven 
exchange offices: Charlottetown, 
Summerside, Souris, Tignish, New 
Haven, Vernon River and Hunter 
River. 


The Company also plans to provide 
for the continued growth in long 
distance calling by placing additional 
trunk circuits linking the main 
switching office in Charlottetown 
with most exchange offices 
throughout the Province. Also in 
1979, Extended Area Service will be 
introduced between the exchanges of 
Morell-St. Peters and Charlottetown. 


Corporate Design 


The Company introduced a bright 
new corporate design during 1978, 
including a modern company 
signature incorporating a stylized 
telephone. 


This new look, which will be fully 
implemented by mid-1979, has 
already made its appearance on 
Company vehicles and literature. It 
has been designed for instant 
company identification and, in the 
case of company vehicles, for 
maximum visibility in traffic. 


In an emergency .. . 


The telephone has proved itself over such as the North River Fire 

and over again to be a lifesaver. Department (below) can save many 
Through the use of specially- valuable minutes in responding to a 
designed radio communications Crisis. 


systems, emergency organizations 
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People 


At year end, Island Tel provided 
employment for 293 people — 166 
men and 127 women — compared to 
299 one year ago. Their salaries and 
wages in 1978 totalled $4,580,000. 


In addition, the Company paid 
$916,800 or 20 percent of the payroll 
as follows: 


¢ $703,300 in payments by the 
Company to the non- 
contributory pension plan; 


e $104,500 in payments for 
sickness, accident, group 
insurance and supplementary 
hospital insurance; 


e $50,800 in payments to the 
Canada Pension Plan; 


e $58,200 in payments for 
Unemployment Insurance. 


The Company’s strong commitment 
to training employees continued 
during 1978. Throughout the year, 105 
craft, traffic operators and 
management people attended special 
Company training courses inside and 
outside the Province. 


Safety 


Both the Company and the staff pay 
considerable attention to on-the-job 
safety. As a result, in 1978 Island Tel 
experienced one of the lowest lost- 
days safety rates in Prince Edward 
Island. Monthly safety meetings are 
held in every department throughout 
the Company, and a main committee 
meets to discuss safety issues 
regularly. In November, a training 
course on the revised Accident 
Prevention Plan was held for 35 
management staff over a period of 
three days. This program is being 
implemented throughout the Com- 
pany on a continuing basis. 


Organizational Changes 


Nineteen-seventy-eight marked the 


first assignment of an Island Tel staff 


member to the TransCanada 
Telephone System (TCTS) in Ottawa. 


Robert E. White, Trunks and Switching 


Foreman in Charlottetown, 

accepted a two-year assignment with 
TCTS in Ottawa to work on Trans- 
Canada switching operations. Other 
Island Tel staff will be loaned to 
TCTS in future years. 


Summing Up 


More customers used more 
telephone services than ever before 
in 1978. This rapid growth in service 
placed great demands on Island Tel 
and the Company responded by not 
only keeping up with the workload 
but also improving the quality of 
service throughout the network. 


It takes careful planning to provide 
the facilities and equipment to meet 
present and future customer 
requirements. Large capital ex- 
penditures are required to purchase 
modern, efficient and cost-effective 
new equipment for expansion of the 
network as well as maintain the 
present telephone system at the 
highest possible standard. And of 
course, it is necessary to continue 
the training of our highly-skilled 
personnel so they can not only 
operate and maintain this high 
technology equipment, but also 
provide personal and professional 
service to all customers. 


The Prince Edward Island telephone 
system is one of the finest offered 
anywhere in the world. We are 
confident that the system will con- 
tinue to grow and the Company will 
continue to provide new and im- 
proved services to customers in 

the future. 


For the Board of Directors, 


i) 


|. E. H. Duvar 


Chairman of the Board 
and President 


Charlottetown, P.E.I. 
March 15, 1979 


It’s not so far! 

Loved ones may be many miles 
away, but separation is not so dif- 
ficult when sharing is just a phone 
call away. The long distance 
telephone network serves an im- 
portant function in our mobile 
society. 


_ Financial Review 
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A part of life 
You are rarely far from a telephone, 


no matter where you go. Modern 
telecommunications are an important 
part of our everyday lives. 
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condensed financial position statement 


Telephone plant 

Accumulated depreciation 

Investments 

Current assets 

Deferred charges 

Shareholders’ equity — Preference 

— Common 

— First mortgage bonds 
— Bank and other notes 


Long term debt 


Current liabilities 
Deferred credits 


*Unaudited 


As at June 30th 


1978* 
$ 

54 474 454 
10 607 184 
111 332 

2 213 766 
435 599 

6 250 000 
12 509 566 
17 750 000 
1 525 000 
3 013 986 
5 579 415 


interim income statement 


Three Months Ended 
June 30th 


1978* 


$ 
4 072 658 


1977 


$ 
SOON 


1977 
$ 

49 175 008 
9 141 902 
111 332 
1 817 483 
371 740 
6 250 000 
9 126 684 
18 250 000 
1 750 000 
2 280 148 
4 676 829 


Six Months Ended 
June 30th 


1978* 
$ 
7 910 332 


Operating revenues 
Operating expenses & 


other taxes (Notes1&3) 2626 348 


1 446 310 


Other income 15 961 


Income before interest 
and income taxes 
Interest 


1 462 271 
446 956 


1015 315 
464 357 


550 958 


Income taxes (Note 2) 


Net income 
Dividends on preference 


shares 120 753 


Net income applicable to 


common shares 430 205 


Earnings per average 
common share 45 

Average number of common 
shares outstanding 

(Note 1) Includes 
depreciation of 

(Note 2) Consists of: 
Income taxes payable 
Income taxes deferred 


957 609 
$ 736 816 


$ 282 258 
$ 182 099 


2 295 470 


1 222 041 
34 304 


1 256 345 
444 312 


812 033 
359 470 


452 563 


116 228 


336 335 


746 631 
$ 660 875 


$ 181 878 
$ 177 592 


45 


5 040 504 


2 869 828 
35 746 


2 905 574 
887 037 


2 018 537 
922 590 


1 095 947 ' 


241 506 


854 441 


89 
957 609 
$1 511 104 


$ 560 102 
$ 362488 $ 354403 


USWA 
6 707 209 


4311 061 


2 396 148 
59 323 


2 455 471 
870 374 


1 585 097 
708 431 


876 666 


209 231 


667 435 


89 
746 631 
$1 303 168 


$ 354 028 


(Note 3) The Company will apply in the year 1978 to the Prince Edward Island 
Public Utilities Commission for a revision to its depreciation rates; such rates to be 
effective January 1, 1978. The revised rates, if approved, will result in a decrease 
in depreciation expense of $43,606 for the three months ended June 30, 1978 and 
$85,826 for the six months ended June 30, 1978. Earnings per share will increase 
from $0.45 to $0.47 and from $0.89 to $0.94 respectively. Similarly, depreciation 
rates approved in December, 1977, effective January 1, 1977, resulted in an 
increase in depreciation expense of $47,035 for the three months ended June 30, 
1977 and $93,766 for the six months June 30, 1977. Earnings per share 
decreased from $0.48 to $0.45 and from $0.96 to $0.89 respectively. 


*Unaudited 


Anew look for Island Tel 


Island Tel introduced a new corporate logo in June and it will 
be implemented throughout the coming year. 
appearances were in advertising, but new letterhead and 
telephone bills will be appearing soon in the bright new 
corporate colors of orange, tan and white. Above: the new 
look for company vehicles is a safety-conscious choice — the 


colors were chosen for their superior visibility in traffic. 


Its first 


statement of sources of funds 
used for construction 


SOURCE OF FUNDS: 
Internal — 
Operating revenues and other income 
Less charges requiring working capital 


Total internal from operations 


External — 
9'/4%:.preference shares 1977 series 
First mortgage bonds 
Bank and other notes 
Employees’ stock savings plan 
Decrease in materials inventory 
Decrease in working capital 


Total external 


Total source of funds 


Funds used for other than construction — 
Repayment of bank and other notes 
Dividends 
Increase in materials inventory 
Other 
Increase in working capital 


Total funds used for 
other than construction 


Total funds provided for construction 


FUNDS USED FOR CONSTRUCTION: 
New telephone plant added 
Cost @f removing old plant 


Construction program expenditures 


Less charges not requiring working capital 
— Allowance for funds used during construction 
— Salvage and other 


Total funds used for construction 


*Unaudited 


Safe Driving Award 


Six Months Ended 


June 30th 
1978* 1977 
$ $ 
7946078 6766532 
4911465 4257052 
3034613 2509 480 
— 1200000 
— 2500000 
1525000 1750000 
62 211 43 699 
1991 a 
350 023 72 130 
1939225 5565829 
4973 838 8075309 
500000 2475000 
758616 582545 
ir 22 320 
64794 106865 
500 000 a 
1823410 3186730 
3150428 4888579 
3209522 4993433 
55 925 54 639 
3265447 5048072 
34 689 64 740 
80 330 94 753 
115019 159493 
3150428 4888579 


Ed Garnhum, left, an exchange repairman in Charlottetown, 
has been driving for Island Tel for 20 years without an 
accident. Those 20 accident-free years represent 700,000 
miles — equivalent to driving around the earth at the equator 
over 28 times without an accident! President Ivan Duvar, 
right, presented Mr. Garnhum with the golden President's 
Watch at the annual Awards Luncheon in Charlottetown May 
30th. General Manager Don Livingstone also presented Mr. 
Garnhum with the National Safety Council's 20-Year Safe 


Driving Award Pin. 
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to the shareholders: 


The 1977 Annual Meeting of the Company was held in Charlottetown 
on May 30, 1978. At the meeting, it was announced that the Company 
plans to spend $33 million over the next five years for facilities and 
equipment required to meet forecasted growth in the telephone system. 
In addition, a further $6 million will be spent during the same period for 
service improvements to the system. 


Another highlight of the Annual Meeting was the announcement that 
over the next five years, the Company’s Rural Line Reduction Program 
will reduce the number of subscribers on multi-party lines to a maximum 
of four customers on each multi-party line. 


During the second quarter, the service improvement program 
continued with the introduction of Extended Area Service between four 
exchanges, affecting six different communities. The Extended Area 
Service Program provides for toll-free calling between Eldon and 
Charlottetown, Tyne Valley and Summerside, New London and 
Summerside, and Eldon and Vernon River. Total cost of equipment and 
buildings to implement this program was $480,000; more than 35,000 
subscribers will directly benefit from this service improvement. 


The Board of Directors has approved adoption of a new corporate 
symbol for all Company vehicles, signs, stationery, etc. (see photograph 
inside and cover design). The corporate symbol, featuring the phrase 
‘Island Tel’ and a stylized telephone, was designed to increase Company 
visibility to subscribers in all areas of the Province. Vehicle safety and 
easy identification of Company employees and property were important 
considerations in the design of this symbol. Implementation of the “new 
look” has commenced and the program will be fully implemented 
throughout the Company within a year. 


100k fu COMpaliy veNicies iS a SaTely-COriscious Choice -- the 
colors were chosen for their superior visibility in traffic. 


1978 is proving to be a year of solid growth in the provincial 
telephone network. During the first half of this year, there has been a net 
increase of 1,880 telephones in service. This represents an increase of 
49.1% over the gain in telephones during the first six months of 1977. The 
number of long distance calls also continues to grow at a strong rate. 
Long distance revenues were 19.2% higher during the first half of 1978 
than the corresponding period in 1977. 


Earnings per average common share to date are $.89. This 
compares to $.89 for the same period a year ago (see note on depreciation 
on Interim Income Statement inside). The rate of return to date on 
average common equity is 13.8% compared to 14.8% a year ago, and the 
return on average invested capital is 10.6% compared to 10.4%. 


Ki 


1. E.H. Duvar 
Chairman of the Board 
and President 
Charlottetown, P.E.|. 
August 1, 1978 


Wi ixi y Award Pin. 


